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Key Conceptsé

ÂWhy the Profit Opportunity Analyzer (POA) 

was developed

ÂWhatôs behind the calculations

Â Inter-relationships we learned about

ÂHow you can use it
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Bell shaped income curve

2001 Dairy Operator Net Incomes
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Source: Lakeshore Farm Management Assoc.
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Widely divergent incomes, yet

ÂAll farms in same geographical area

ÂAll receiving about the same prices for 

their products

ÂAll paying about the same price for 

supplies

ÂAll dealing with about the same weather 

and soil
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ñSecretsò to management success

ÂThe most profitable operatorsé

ÃIdentify their biggest profit bottlenecks

ÃFocus on fixing them

ÂWhat the Profit Opportunity Analyzer 
doesé

ÃIdentifies the biggest profit bottlenecks

ÃFocuses the management team on fixing 
them
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Who are customers for this 

product?

ÂAgSource members

ÂProducers who want to control their future

ÂProducers who want to make more money

ÂProducers with large or small herds, this 

product is size neutral
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Why the Profit Opportunity 

Analyzer was developed

ÂWanted to make our DHI numbers more 

meaningful ïdifferentiate AgSource

ÂWhen times are hard (summer of 2005) 

producers invariably cut expenses. Not 

always the smartest move. We can identify 

far larger income opportunities.

Â Industry input
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A few Profit Opportunity Analyzer 

basics

ÂOnly available for Holstein and Jersey herds

ÃHolstein dairies divided by herd size: <100 cows, 100-

250,251-500 and >500 cows

ÂOrder on the AgSource website or handouts

ÂResults e-mailed out, generally within 24 hours

Â $75.00 per report
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Whatôs behind the calculations?

Â Management areas 

focused oné

Â Use of benchmarks

Ã Compares to 80th

percentile peer group 

performance

Ã Benchmarks are like the 

Pirateôs Code (more like a 

set of guidelines). Not the 

Law
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What are ñProfit Opportunitiesò

ÂNot exactly ñprofitò

ÂMore like ñincome opportunitiesò

ÃWhy?

ÂMade up of income from production 

increases

ÂOther income sources & lowering 

expenses
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Production increases

ÂReproduction

ÂUdder health

Â Transition & dry 
period

ÂGenetics

ÂNutrition & 
management

ÂNot ïTurnover mgmt.
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ñBig pictureò number

Benchmarks

Detail of opportunities

Trend graph ïbalances 

use of annual figures in 

calculations
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Letôs stop for a minuteé

Â Is the 80thpercentile the ñidealò 
turnover rate? (No, itôs a 
guideline)

Â Why are sales for dairy 
removed from turnover? Sales 
from dairy help maximize 
income ïa good thing

Â What question are we trying to 
answer?

Ã Individual culling decision?-
No, we are looking at the 
bigger question of overall 
turnover. Is there an 
opportunity to raise profits?
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Do herds with higher turnover have 

higher production?
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What about low turnover herds?
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Letôs forget about sales for dairy
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So, what can we learn?
Turnover vs RHA Milk (Minus sales for Dairy)
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Source: AgSource 06-2008 

Holstein herds > 100 cow s

1. Higher turnover does not appear to be related to higher production

2. Higher turnover has costs (either opportunity or actual)

3. Higher than 80th percentile turnover (adjusted for dairy sales) should be 

avoided

Transition Cow Index® (reflecting fresh cow management), by 

contrast, is related to higher production

No relationship to higher production
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Whoa!! Where did 

this number come 

from?



© 2008 CRI

What was 

80th

percentile 

turnover for 

herds >500 

cows?

A herd with a 20% Pregnancy Rate (PR) can replace 23% of their herd for reasons 

other than reproduction and stay under 30% turnover. A 10% PR herd can not do 

this.
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How about milk loss due to poor 

reproductive performance?

Calculationsé

<17 K RHA

17-21 K RHA

21-25 K RHA

25-30 K RHA

>30K RHA

User inputs milk, 

replacement, cull, calf 

and interest price

Å64% 2nd & > lactation 

cows, 36% 1st lactation

ÅValue of milk and calf 

calculated for present 

lactation and 305 days of 

subsequent lactation

ÅSurrogate cows

ÅAdjusted using NPV

ÅAnnualized



© 2008 CRI

Veerrrry interestingé
Income at Different Conception Days (25-30,000 RHA)

DIM 

Pregnant

Total 

Days Per Day Annualized

66 652 $       15.62 $5,700

87 673 $       15.45 $5,641

108 694 $       15.29 $5,581

129 715 $       15.13 $5,521

150 736 $       14.96 $5,461

171 757 $       14.80 $5,401

192 778 $       14.63 $5,342

213 799 $       14.47 $5,283

234 820 $       14.32 $5,225

255 841 $       14.16 $5,170

276 862 $       14.01 $5,115

297 883 $       13.87 $5,062

Open Cows 

Culled 644 $       14.83 $4,019

Same trend regardless of production level.
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Details

Inputs

Replacement cost $        2,100 

Cull cow price $           700 

Calf value $           650 

Milk Price/pound $        0.185 

Interest Rate 0.079
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Soé

Â We donôt care what your 
VWP is

Â For the model to work, 
everything is converted to 
a VWP of 55 days

Â If your VWP is 80 days 
and we convert it to 55, 
watch your Pregnancy 
Rate drop from 21% to 
17%

Â All Pregnancy Rates are 
not equal!


